CHROMASCO 


Pane Ati PORT 1 Oi -3 


Digitized by the Internet Archive 
in 2023 with funding from 
University of Alberta Library 


https://archive.org/details/Chro0414_ 1973 


CHROMASCO CORPORATION LIMITED 


ANNUAL REPORT 1973 


CONSOLIDATED 


HIGHLIGHTS iets He 

Net sales $38,634,000 $28,694,000 
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CHROMASCO CORPORATION LIMITED 


DIRECTORS’ REPORT 
TO THE SHAREHOLDERS OF 
CHROMASCO CORPORATION LIMITED 


Your Directors submit this Annual Report of the Corporation and 
its subsidiary companies together with the consolidated financial 
statements for the year ended December 31, 1973 and the Au- 
ditors’ Report to the Shareholders. 


Chromasco in 1973, like most organizations, was buffeted by 
rapidly changing economic conditions. The most significant 
was the second revaluation of the dollar in the 1970's, occur- 
ring early in February 1973, and the high rate of inflation experi- 
enced throughout the year. In addition, 1973 saw the ever- 
widening use of the vacuum decarburization processes by the 
stainless steel industry. This technological development has 
significantly broadened the market for charge chrome, of which 
your Corporation is a major producer. 


The demand for magnesium and other non-ferrous products of 
your Corporation strengthened substantially during the period 
under review. Some progress was made with the basic cost 
problems of the Haley magnesium facility, but such problems 
remain and further steps are under study. 


Financial Review 


Record net sales amounted to $38,634,000 in 1973 and were 
thirty-five percent (35%) greater than in the previous year. 
Net earnings for the year ended December 31, 1973 were 
$1,304,000 or $2.74 per share compared with a restated 1972 
net loss of $1,532,000 or $3.22 per share. 


Working capital improved during the year by $971,000, from 
$669,000 at January 1, 1973 to $1,640,000 at December 31, 
1973. 


As a result of higher sales, accounts receivable increased by 
$1,737,000 from the beginning of the year to $6,224,000 at De- 
cember 31, 1973. Bank indebtedness amounted to $6,617,000 


at December 31, 1973 compared to $6,564,000 at December 
Jie OVe 


Ferroalloy Division 


In anticipation of the increased demand for charge chrome, 
your Corporation carried out a major capital expenditure pro- 
gram in 1972 at the Memphis facility which enabled that facility to 
be committed exclusively to the smelting of ferrochrome. For- 
merly this facility produced manganese, silicon and chrome prod- 
ucts. Increased productivity of silicon has been attained at our 
Beauharnois plant in recent years offsetting to a degree the loss 
of ferrosilicon production at Memphis. The Corporation con- 


tinues to produce the manganese family of products at its 
Beauharnois facility. 
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The increased production of charge chrome at the Memphis 
facility, combined with a continued strong demand in Canada for 
ferroalloys and excellent operations at the Beauharnois facility, 
were major factors in the improved financial results for 1973. 


Efficiency and productivity continue to be the major considera- 
tions in the conduct of the affairs of this Corporation. In line with 
our objective for increased efficiency and productivity, a capital 
expenditure program, that commenced in 1973 and is now com- 
plete, to convert all of our furnaces to self-baking electrode fur- 
naces resulted in substantial reductions in costs. 


The Engineering Department continues to make a material con- 
tribution by means of designing plant and equipment improve- 
ments. During the past year, a much improved crushing plant 
was designed and installed at Beauharnois for the further pro- 
cessing of forroalloys. This year a similar crushing plant is 
scheduled for installation at Memphis. 


Special Products Division 


The demand for magnesium is exceedingly strong throughout 
the world and meaningful price increases have taken place in 
recent months. We remain guardedly optimistic about the long- 
term viability of our Haley magnesium operation. Considerable 
effort has been expended in re-directing the resources of the 
Special Products Division towards those markets which should 
provide the best long-term competitive position and profitability. 
Much remains to be done before this Division makes an appro- 
priate contribution to profits of the Corporation. However, we are 
encouraged with some new product developments involving 
both ferrous and non-ferrous metals. We are particularly en- 
couraged by recent successes with our progress in developing a 
product for utilization in the field of desulphurization. 


The Environment 


Your Corporation has long recognized environmental problems 
and our related responsibilities. We are pleased to be able to 
report that our air pollution abatement program, started at our 
Memphis facility in 1971, is nearing completion as of this date. 
Our wet scrubber system based on the utilization of waste 
energy from the smelting furnaces is working satisfactorily at this 
stage in its development. There remain some operating prob- 
lems with the system, but it is confidently anticipated that these 
will be overcome during the course of this year and that the 
system will become fully operational and turned over to the plant 
for its daily care and maintenance. 


A similar program will be carried out at our Beauharnois facility 
in the years immediately ahead. The current indication is that we 
will proceed with the installation of the technically advanced 
“Adtec” wet scrubber/waste energy system but, since the field 
of particulate emission control is progressing rapidly, we are 
re-evaluating all available systems prior to making a final deci- 
sion on the Beauharnois installation. 


We have expended to date 4.8 million dollars on the Memphis 
air pollution control system and the indication is that a further 
expenditure of approximately 3 million dollars will be required to 
bring the Beauharnois plant under satisfactory air pollution con- 
trol. 


Corporate Organization 


We were saddened in December 1973 by the passing of Mr. N. 
A. Timmins, Jr., a Director of the Corporation and Chairman of 
the Board of the Parent Company, Timmins Investments Limited. 
He was one whose great energy and enthusiasm were matched 
by a warm and thoughtful kindness of disposition. The Corpora- 
tion has lost not only a most capable Director, but also a very 
good friend. 


In March 1974, Mr. J. Geoffrey Notman, a Director of your 
Corporation who had been associated with the organization 
since 1959, passed away. Mr. Notman was a member of the 
Executive Committee and Chairman of the Audit Committee. He 
had a strong character combined with a vast experience in busi- 
ness and industry which enabled him to make a substantial 
contribution, over these many years, to our organization. His 
wise counsel will be deeply missed. 


We are pleased to announce that effective as of February 6, 
1974, Mr. M. Orlander, formerly General Manager— Special 
Products Division, was appointed Vice President and General 
Manager—Ferroalloy Division. Mr. F. B. Taylor, formerly Direc- 
tor of Materials, was appointed General Manager — Special Prod- 
ucts Division, and Mr. E. Siouffi, formerly Manager 
—Engineering Projects, was appointed Director of 
Engineering —Ferroalloy Division. Effective as of the same date, 
the Special Products Division was assigned responsibility for 
conducting all of the international trading activities of the Corpo- 
ration. 


Outlook 


The demand for all products of your Corporation, both ferrous 
and non-ferrous, remains strong at this date. We anticipate that 
the situation will continue for the balance of the year. Forecast- 
ing is hazardous at best, but in the current economic environ- 
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ment, where rapid changes have become a way Of life, forecast- 
ing is even more hazardous. However, we are optimistic in the 
long view because our products are basic materials essential in 
so many ways for the maintenance of our highly interdependent 
industrialized economy. 


The major problem that we see is inflation and, in our opinion, 
this must be brought under control at the earliest possible date. 
We have and will continue to experience spot shortages of es- 
sential raw materials and long deliveries of much needed capital 
equipment. 

Prices of our products should remain strong throughout the com- 
ing months. Despite the economic uncertainties, we believe that 
Chromasco will achieve improved net sales and earnings in 
1974. 


The Directors wish to extend their appreciation to all employees 
for their loyalty, devotion and hard work and to our shareholders, 
customers and suppliers for their continued support. 


ee eeeetnaete —_—_ ae oS 
Sarg (tl, Maar 
President 


Montreal, Quebec 
April 26, 1974 


CHROMASCO CORPORATION LIMITED 


AND SUBSIDIARY COMPANIES 


CONSOLIDATED BALANCE SHEET 


ASSETS 


CURRENT ASSETS 


Inventories 
Raw materials and supplies at average cost which 


approximates replacement value .................. 


Work-in-process and finished products at lower 


of cost and net realizable value ................... 


Prepaidi@xpenses sence cee) a eee tae en ener er ees 


9% NOTE RECEIVABLE from affiliated company 


duedFebruaryate1 97 Steere ce mene ee ee ere 
8% MORTGAGE RECEIVABLE .......................... 


FIXED ASSETS (Note 2) 


Land, buildings’and equipment at COStace eset ere 


Accumulatedidepreciationieee see een Cnt ene ene ee eee 


Signed on behalf of the Board: 
J. Thomas Timmins, Director 


Henry M. Marx, Director 


December 31 

1973 1972 
$ 284,000 $ 218,000 
6,224,000 4,487,000 
2,666,000 2,282,000 
4,770,000 4,622,000 
261,000 148,000 
14,205,000 11,757,000 
3,500,000 3,500,000 
_ 20,000 
27,537,000 26,412,000 
14,575,000 13,986,000 
12,962,000 12,426,000 
$30,667,000  —_ $27,703,000 


CHROMASCO 


LIABILITIES 


CURRENT LIABILITIES 

BeMnk Incelorechess (NGS S) coscccceosassocons seme aenoosaoonge 
Accounts payable and accrued liabilities ...................... 
DUS © AuiHeee! COMBINES ocsccoddsosonueonsanspaesoacoponee 
MIGONICE CLOG LiLaX CS ee arene. Le tee Riot bee ures rey 


LONG-TERM DEBT to affiliated company 
CH MG PEMELNE Cle elonvetNy 1, WAS ccocccoccasgacoungognoe 
6% loan payable due December 29, 1975 (Note 4) ............. 


DEEERREDINCOMESTAX ES terns rn ere Pre re 
EQUITY OF MINORITY SHAREHOLDERS 

in subsidiary company (Note 5) 
PreferencesshlaleSime enn aren ree cree eee er a ae seers che aie 


GOMMONESN Ale Seer rate tet ene oe. aes eee, 


SHAREHOLDERS’ EQUITY 
CAPITAL STOCK 
Authorized 
500,000 shares of no par value 
Issued 
GW ASH PATADIESI avelelon conv auy cau oonotas mesciciciss eee eceer Romane oa eEneraA eS 


EXCESS OF NET ASSETS OF BUSINESS ACQUIRED OVER 
PURCHASE PRICE AT DATES OF ACQUISITION ........ 


RETAINED EARNINGS (Note 5) ................ cece ee eee 


December 31 


1973 1972 
(Note 5) 
$ 6,617,000 $ 6,564,000 
4,074,000 3,250,000 
1,645,000 1,021,000 
229,000 253,000 
12,565,000 11,088,000 
3,500,000 3,500,000 
4,000,000 4,000,000 
7,500,000 7,500,000 
359,000 228,000 
3,250,000 3,250,000 
240,000 184,000 
3,490,000 3,434,000 
3,203,000 3,203,000 
671,000 675,000 
2,879,000 1,575,000 
6,753,000 5,453,000 
$30,667,000 $27,703,000 


CHROMASCO CORPORATION LIMITED 


AND SUBSIDIARY COMPANIES 


CONSOLIDATED STATEMENT OF EARNINGS 
AND RETAINED EARNINGS 


NET SALES 


Operating costs (Notes:22 8 amd) 0) ae rarer etree eee terre 


EARNINGS (LOSS) FROM OPERATIONS 
Joveyierds) aie) WIKOlINVOHVel oc coaccanececodocanesanondesoanoae 


Interest on long-term indebtedness (Note 4) ................... 


Interest Onsshont-tenminadebtedneSSme iene nr eine reer 


Interest income from affiliated company ....................... 


EARNINGS (LOSS) FROM OPERATIONS 
Defore INCOMEHAXES A. gate Pee ee ee toe eee eee 


Incomestaxes (NOt! 6)\iye cer ane serene ttc ick eet ene te 


EARNINGS (LOSS) before extraordinary items ................ 


Extraordinary items (Note 7) eee qe snes ec ore cen ae eae 


EARNINGS (LOSS) before minority interest ................... 
Minority interest (INOle 5) 5 ars ere eee eee eee ate 


EARNINGS (LOSS) for the year 


Retained earnings —beginning of year 
aS DIEVIOUSIY TeDO ne dagen ateas sree en eee ee ar ee 


Adjustment of prior years’ earnings of 
e\ SUIOSICNEINY (Colm ONO) (INOS. S)) coo coco ceo nae oanconcce 


As restated 


EARNINGS (LOSS) PER SHARE (Note 5) 


Before extraordinary items and after minority interest 
For the year 


Year ended December 31 


1973 1972 

(Note 5) 
$38,634,000 $28,694,000 
36,155,000 29,054,000 
2,479,000 (360,000) 
435,000 435,000 
727,000 487,000 
(315,000) (315,000) 
847,000 607,000 
1,632,000 (967,000) 
827,000 300,000 
805,000 ( 1,267,000) 
562,000 (383,000) 
1,367,000 (1,650,000) 
63,000 (118,000) 
1,304,000 (1,532,000) 
1,218,000 2,966,000 
357,000 141,000 
1,575,000 3,107,000 
$ 2,879,000 $ 1,575,000 
$1.63 ($2.48) 
$2.74 ($3.22) 


CONSOLIDATED STATEMENT OF SOURCE 
AND APPLICATION OF FUNDS 


SOURCE OF FUNDS 
Eammings: lOSS)clOle the: Vea ler resryers trae ee eee 
Non-cash items charged (credited) to earnings 
Depreciation sete torneo ew ne a sos teens Se ae aoe: 
Loss (gain) on disposal and write-off of fixed assets .... 
Deferredsincome: taxesiaaester er one rte eae 
Minority interest in earnings (loss) ................005- 


PURCES Wiel QONEWONS .osconcanensodescaosanccat 
S7yeaMongage receivable sant cere tee cn te ee 
Sale’ Of fixedbassets renee ee en eae tie APA esa one 


APPLICATION OF FUNDS 
AWS fla) PCC) ERS nc cccnoencccogeauonnuaanesnnane 


Investment in shares of subsidiary company ............... 


WORKING CAPITAL INCREASE (DECREASE) ............... 
Workingacapital— beginning On VCalten mien er tril nit ier rrr 


WORKING CAPITAL—end of year .................. 0.2000 0e. 
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Year ended December 31 


1973 


$1,304,000 


960,000 
(143,000) 
131,000 
63,000 
2,315,000 
20,000 
150,000 


2,485,000 


1,503,000 
11,000 


1,514,000 


971,000 
669,000 


$1,640,000 


1972 
(Note 5) 


($1,532,000) 


965,000 
767,000 
(47,000) 
(118,000) 
35,000 
(20,000) 
710,000 
725,000 


3,926,000 
73,000 


3,999,000 


(3,274,000) 
_ 3,943,000 


$ 669,000 


CHROMASCO CORPORATION LIMITED 


AND SUBSIDIARY COMPANIES 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


1. PRINCIPLES OF CONSOLIDATION AND STATEMENT PRESENTATION 


The consolidated financial statements include the accounts of the Corporation and all of its subsidiaries express- 
edin Canadian currency. The accounts of the U.S. subsidiary have been translated into Canadian dollars as follows: 


Current assets and current liabilities on the basis of one United States dollar equals one Canadian dollar; 


Fixed assets and long-term debt at the rates of exchange prevailing at the dates of the acquisition or trans- 
action; 


Income and expense on the basis of one United States dollar equals one Canadian dollar except for depre- 
ciation provisions which are on the same basis as the related fixed assets. 


2. FIXED ASSETS AND DEPRECIATION 
December 31 


1973 1972 

Accumulated Accumulated 
Cost Depreciation Cost Depreciation 

Land UTR Mee pe War ao nc renee: Tecan Se EA vig OIORe $ 188,000 $ — $ 178,000 §$ — 
Buildings and property IMPROVE MeNIS maeaenen eee 5,353,000 2,003,000 5,510,000 2,265,000 
Machinery and EQUIDMENU Mek. solar Gee ome ations 12,719,000 7,358,000 11,744,000 6,501,000 
Mining—buildings, machinery and equipment ....... 6,055,000 5,214,000 6,160,000 5,220,000 

Gonsinuction) inv PrOGkESS rome ee circ iene ae 3,222,000 — 2,820,000 _ 


$27,537,000 $14,575,000 $26,412,000 $13,986,000 


Buildings, property improvements and machinery and equipment are being depreciated over their estimated use- 
ful lives primarily on a straight-line method. 


Depreciation provided for the year ended December 31, 1973 amounted to $960,000 compared to $965,000 for the 
year ended December 31, 1972. 


3. BANK INDEBTEDNESS 


Bank indebtedness Is secured by a pledge of accounts receivable, inventories and the 9% note receivable from an 
affiliated company. 


4. 6% LOAN PAYABLE TO AFFILIATED COMPANY 


A subsidiary has undertaken, if and when requested by the affiliated company, to grant by way of collateral 
security for repayment of the loan a first fixed and specific hypothec on the subsidiary’s plant and equipment. 


The affiliated company has waived interest in the amount of $120,000 on such loan for the years ended De- 
cember 31, 1973 and 1972. 


5. PRIOR PERIOD ADJUSTMENT 


In December 1973 the preference shareholders of a subsidiary company waived their rights to the cumulative 
preference share dividends which were in arrears in the amount of $608,000. Of this amount $228,000 is appli- 
cable to each of the years 1973 and 1972 and the balance of $152,000 to the year 1971. Accordingly, the bal- 
ance of retained earnings as at December 31, 1972 has been restated in the amount of $357,000 from that 
previously reported, to retroactively eliminate the provision for these dividends and to adjust the minority interest 
in the equity of the subsidiary. Of the aforementioned amount of $357,000, $216,000 is applicable to 1972 and is 


reflected as a decrease in minority interest for that ; i i ie) 
| year; the balance of $141,000 is | a a 
been credited to retained earnings as at January 1, 1972. : Saas es MEYER CM! EIS 


6. INCOME TAXES 


A subsidiary company has a loss carry-forward for income tax purposes amounting to approximately $1,500,000 


as an offset against future taxable income u i 
p to 1977, and has job development investment credits amountin 
to approximately $250,000 as an offset against future income taxes up to 1979. i 
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7. EXTRAORDINARY ITEMS 


Year ended December 31 


1973 1972 
Income tax reduction resulting from prior years’ losses .................--. $562,000 $330,000 
Loss on abandonment and replacement of furnaces and other equipment 
in connection with the air pollution control program.................... _ (821,000) 
Gain on sale of Ontario fabricating plant, less related 
income:taxesOl/$9,000 Famer career ree eae cea ee a _ 108,000 
$562,000 ($383,000) 


8. REMUNERATION—DIRECTORS AND SENIOR OFFICERS 


Aggregate direct remuneration paid or payable by the Corporation and its subsidiaries to Directors and Senior 
Officers (as defined by The Business Corporations Act (Ontario)) is as follows: 


Year ended December 31 


1973 1972 
DINE CONS ene ere Sooner e Oe On dw EE Oe aa Seen eee Neate a $ 16,000 $ 12,000 
SCHlOmOliCers mower ieeers eee Pacmag es tuiia, loereh eaee evinre baat Arad aca one em Gece tt 272,000 265,000 
AGGFEGale;cirectiremuneratiominye reese te gee ese hacen eke aren teens eee state $288,000 $277,000 
Number of Senior Officers who are also Directors.....................00-- 2 2 


9. PENSION FUNDS 


Pension costs charged against earnings during the year include amounts paid or payable to trust funds in respect of 
current and past services. Past service costs for pension plans of the Corporation and a Canadian subsidiary 
company are being funded over periods of up to twenty-five years ending in 1990 and past service costs for the 
pension plans of a U.S. subsidiary company are being funded over periods of up to forty years ending in 2007. The 
total past service liability of the Corporation and its subsidiaries at December 31, 1973, as determined by indepen- 
dent actuaries, was estimated at approximately $1,910,000. The unfunded past service liability is subject to con- 
tinuance of the pension plans and the terms and conditions of the pension plan agreements. 


Riddell, Stead & Co. 
CHARTERED ACCOUNTANTS 630 Dorchester Blvd. W., Montreal 101, P.Q. 


AUDITORS’ REPORT 


To the Shareholders 
Chromasco Corporation Limited 


We have examined the consolidated balance sheet of Chromasco Corporation Limited and its subsidiary com- 
panies as at December 31, 1973 and the consolidated statements of earnings and retained earnings and source 
and application of funds for the year then ended. Our examination of the financial statements included a general 
review of the accounting procedures and such tests of accounting records and other supporting evidence as we 
considered necessary in the circumstances. 


In our opinion these financial statements present fairly the financial position of the companies as at December 
31, 1973 and the results of their operations and the source and application of their funds for the year then 
ended, in accordance with generally accepted accounting principles applied on a basis consistent with that of the 


preceding year. 


February 8, 1974 Chartered Accountants 


CHROMASCO 


Plants 


Principal Products 
Silicon Alloys 


Manganese Alloys 


Chromium Alloys 


Metals and Special Alloys 


Customer Service 
Sales Offices 


Research and 
Quality Control 
Laboratories 
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Haley, Ontario 
Reduction plant 


Beauharnois, Quebec 
Smelter plant 


50% Ferrosilicon 
75% Ferrosilicon 


Standard Ferromanganese 
Silicomanganese 
Nitrided Ferromanganese 


Charge Grade Ferrochrome 
Blocking Grade Ferrochrome 


Magnesium Metal and Alloys 
Sacrificial Anodes 

Master Alloy 

Other Special Alloys 
Desulphurizing Products 


Montreal, Quebec 

3720 Place Victoria, 

PO), [stops 7/2. 

Tour de la Bourse, 

Montreal, Quebec H4Z 1B3 
Telephone (514) 866-5344 
TWX (610) 421-3643 


Haley, Ontario 
Haley Station, Ontario 
Telephone (613) 432-3621 


Chicago, Illinois 

18161 South Morris Avenue, 
Suite 208, 

Homewood, Illinois 60430 
Telephone (312) 799-2700 


Haley, Ontario 
Research and quality control 


Beauharnois, Quebec 
Quality control 


Memphis, Tennessee 
Smelter and finishing plant 


85% Ferrosilicon 
Sil-X 


Man-X-1 
Man-X-6 


Chrom-X-4 
Chrom-X-25/12.5 
Chrom-Sil-X 


Calcium Metal and Alloys 
Strontium Metal 

Thorium Metal 

Barium Metal 

Dolomite 


Pittsburgh, Pennsylvania 
Parkway Center, Building #3, 
875 Greentree Road, 
Pittsburgh, Pennsylvania 15220 
Telephone (412) 921-2703 


Memphis, Tennessee 

Fite Road, P.O. Box 28538, 
Memphis, Tennessee 38128 
Telephone (901) 357-2331 


Memphis, Tennessee 
Research and quality control 
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